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tion about each author of an article. We are happy to comply
with this request. Each month we will include material on
those authors who are writing in the Quarterly for the first
time during the year.
Fred A. Henningsen, Assistant Professor of Business Admin
istration, is a native of Butte, Montana. He received his
Bachelor of Arts in business administration from Montana
State University in 1946, and his master’s degree in 1948.
In 1948 he also received his C.P.A. certificate in Montana.
Professor Henningsen spent two years, 1948-50, in doctoral
work at the Wharton School of the University of Pennsylvania.
He was a recipient of the Huebner Foundation for Insurance
Education fellowship at the University of Pennsylvania in
1948-50.
Professor Henningsen was on the faculty of Montana State
University from 1946-48 and 1951-57, when he resigned to go
abroad as Accounting Advisor to the Institute of Public and
Business Administration at the University of Karachi in Paki
stan. This program was conducted by the Wharton School
of Commerce and Finance of the University of Pennsylvania.
Professor Henningsen remained in this position until Septem
ber, 1962, when he rejoined the faculty of the School of Busi
ness Administration at Montana State University. His teach
ing areas are accounting and insurance.
Mrs. Maxine Johnson is Assistant Director and Research
Associate in the Bureau of Business and Economic Research.
Mrs. Johnson obtained her bachelor’s degree in economics
from Washington State University in 1948, and her master’s
degree in economics from Montana State University in 1953.
Mrs. Johnson began her career in economic research while
an undergraduate at Washington State University where she
was Research Assistant in the Bureau of Economic and Busi
ness Research. She joined the bureau at Montana State Uni-
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versity as Research Associate in 1950 and was promoted to
Assistant Director in 1961.
Mrs. Johnson’s work is well known to readers of the Mon
tana Business Review in which she published ninety articles
from 1950 to 1962. During the same period she has been author
or co-author of nine books and monographs, and has written
more than twenty articles for other publications.
Norman E. Taylor, Associate Professor of Business Admin
istration, received his bachelor’s degree in economics from
the University of California at Berkeley in 1941, and his M.B.A.
from the same institution in 1947. He received the Ph.D. from
the University of Minnesota in 1955.
Dr. Taylor taught at the Utah State University from 1947-49,
University of Minnesota from 1949-52, and Montana State
University from 1952-55. He was sales manager of Nagel
Lumber and Timber Co., Winslow, Arizona, from 1955-57. In
1957, he joined the faculty of the University of Oregon as
Assistant Professor and Assistant Director of the Bureau of
Business and Economic Research. He also founded and
became Director of the Forest Industries Management Center
at the University of Oregon. He rejoined the faculty of M.S.U.
in September, 1962.
Professor Taylor’s primary field is marketing. Since 1955,
he has concentrated much of his work in the forest products
industries. He has published a number of articles related
to this field.
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The Montana economy in certain of its aspects has been the
subject of discussion on these pages and in the Montana Busi
ness Review. In general, we’ve discussed what we know about
the economy. The real problem lies in the realm of what
we don’t know about the economy. This can best be illustrated
by a few examples.
A number of interests within the state feel that taxes levied
upon certain areas are too high. Many criticisms have been
voiced about the property classification system. Taxes have
been cited as a cause of a poor business climate. On the other
side of the question, there are increasing requests for additional
state revenues to expand both the depth and scope of govern
ment services. All sorts of questions arise. Are state taxes
discriminatory? Do they cause a poor business climate? If one
tax is cut, where will the substitute revenue be obtained? How
are increasing revenue needs to be met? Information with
which to answer many of these questions about taxes is woe
fully inadequate. We need an impartial and thorough study
of the entire tax structure and revenue needs.
We talk a great deal about the amount of unemployment in
Montana. Many suggest the problem can be solved by increas
ing industrial growth. This is a nice generalization, but there
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are some critical questions behind the generalization about
which we know very little. What are the characteristics of the
unemployed? How many are unskilled? How many are skilled
and in what trades? Are the present unemployed qualified for
jobs in industries Montana might attract, or is extensive
retraining necessary? There are any number of critical ques
tions about both our employed and unemployed where infor
mation is incomplete or lacking.
Industrial development is a popular program in many quar
ters, but here again there are questions of critical importance.
Do transportation rates discriminate against industrial growth
in Montana? What types of firms can be attracted with the
advantages already possessed by Montana? Are there problems
which must be corrected in order to remove barriers to indus
trial growth? How can supporting services be developed in
Montana for basic industries already located here? What exist
ing Montana industries can be expanded? These questions are
vitally important to the state, yet there is a dangerous lack of
facts and figures regarding the problems they present.
These three areas serve to illustrate the basic problem: lack
of knowledge. This is not an attempt to minimize the valuable
work which has already been done; but the job is far from
complete and is going forward at much too slow a rate. What
Montana needs is a thorough study of the economy and its
problems. The research must be unbiased and the pros and
cons of various alternative courses of action clearly set forth.
Some of the findings may not make pleasant reading, but
sooner or later the truth must be faced. The situation presents
both a challenge and an opportunity to the state.
The challenge is for all groups interested in the future of
Montana to determine that full scale research on the Montana
economy will be done. This is not a problem of politics or
special interests. It is a common challenge faced by all groups
and that includes those of us in the state’s educational institu
tions. The Bureau of Business and Economic Research stands
ready to call a conference to discuss this challenge if there is a
wide interest in such a meeting.
Broad scale research on the Montana economy can mean
progress based upon knowledge. Through answers to these

FROM THE DIRECTOR’S DESK

9

really pressing questions, it will be possible to develop sound
plans for action.
Shall we make a concerted effort to answer the questions?
Or shall we just forget the whole thing?
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Dean and Director

P. S. As this article was in page proof stage we learned that the
Montana Unemployment Compensation Commission will make
a study of labor skills in the Missoula area this spring. Con
gratulations to the U.C.C. This is the kind of information we
need about the labor force.

A new monograph has been published since the last issue
of the Quarterly. Employment in Eleven Western Montana
Counties, 1950, 1954-1960 is the title. Dr. Gene L. Erion,
author of the monograph, refers to it as a case study in the
use of employment data. He not only presents the employ
ment figures, but discusses the sources of data and presents
his analysis. The monograph was made possible by a
research grant from the Bonneville Power Administration.
These basic employment data will be combined with others
from the rest of Bonneville’s power marketing area to obtain
a regional picture.

The Business Outlook
MAXINE C. JOHNSON, Assistant Director
Bureau of Business and Economic Research
School of Business Administration
Montana State University, Missoula

The Nation
If proof were needed as to the difficulty of accurate business
forecasting, the year 1962 provided it. At the beginning of the
year, many experts were optimistic; the outlook seemed to
promise a period of rapid economic growth. By mid-year, it
was obvious that things were not going as well as anticipated.
More and more, prospects seemed to indicate that the economy
was headed for a downturn. A buildup in steel inventories
in anticipation of a strike that did not develop had caused a
subsequent decline in steel production; the stock market was
experiencing sharp price declines which many took as a har
binger of a decline in general business conditions. But at the
end of 1962 the decline had not developed; and now business
forecasters are split as to whether or not one is imminent
in 1963. Nearly all do agree, however, that no drastic change
in business conditions is likely this year. The decline, if it
comes, is expected to be slight; on the other hand, those who
foresee an increase in business activity also speak in terms of
“moderate” and “modest.” It is generally agreed that a federal
tax cut or a change in the international situation affecting
defense spending could alter the situation drastically.
Barring such unpredictable developments, there is nothing
in the current outlook that foretells an end to continued high
unemployment and a slow rate of growth in the national
economy. This is true in spite of all the “new record highs” that
were undoubtedly established in some areas of the economy
last year and which will be headlined in the weeks to come,
as more final 1962 figures become available. 1962 was a better
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year than 1961, but it was not as good as it should have been
if the American economy is to maintain a satisfactory growth
rate and provide adequate employment opportunities for all
those who wish to work. The chances are that 1963 will provide
little improvement in this respect.
In the fourth quarter of 1962, gross national product (the
total value of goods and services produced) reached approxi
mately $560 billion,1 compared to $545 billion during the first
quarter of 1962 and $500.8 billion at the low point of the
recession, the first quarter of 1961. Most economists foresee
gross national product rising to a peak of $570-575 billion in
1963, or a gain of from 2-3 percent over the fourth quarter
of 1962. In general, such estimates assume increases in gov
ernment spending, business investment, inventory accumula
tion, and in consumer purchases. Continued price stability
(i.e., not over a 1 percent rise in prices during the year) is also
anticipated.
Larger defense spending by the federal government and
increased pressures for additional expenditures at the state
and local level are expected to keep total government expend
itures pushing upward in 1963. The improved cash position of
American business could result in increased capital spending
for new plant and equipment and modernization of existing
plants, on the other hand, a relatively high level of unused
capacity, plus uncertainties in the business outlook, will
encourage caution on the part of management. Inventories,
currently rather low, may be expanded if consumer spending
continues high. Any significant increase in consumer purchases
will probably occur in the durable goods industries; much
depends upon automobile sales and whether the industry can
equal or surpass 1962. In the soft goods and service industries,
the steady increase in expenditures in process for some time
should continue. Although consumers are shifting more of
their spending to services, small changes in over-all business
conditions usually have little effect on combined expenditures
in these areas.
One of the areas where little or no improvement is antici'Prelimmary estimate. Seasonally adjusted, annual rate.
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pated—and some forecasters expect a decline—is in residential
housing. Although mortgage funds are plentiful and interest
rates fairly low, demand for housing is weak; any substantial
increase may well be several years in the future when large
numbers of World War II babies begin to marry and form
families.
With the national economy displaying so little vitality, the
question is how long its present upward movement can con
tinue. Many forecasters predict that the peak will be reached
this year; whether the downturn will occur early or late in
1963 is a matter of some disagreement.

The State
During the past decade, Montana has been less susceptible
to changes in the business cycle than has the nation as a whole.
There are a number of reasons for this. In the first place, there
is little durable goods manufacturing, typically very sensitive
to cyclical fluctuations, in Montana; second, on at least one
occasion, in 1958, agriculture has played a contra-cyclical role,
with a sharp increase in income; and third, to a considerable
degree during the past decade, long-term secular trends (i.e.,
the declines in agriculture and mining) have played a more
important role in the state’s economy than has cyclical change.
This does not mean that the national outlook has no bearing
on the state’s business prospects; obviously, it does, and any
outlook for Montana must be formulated within the context
of national developments. However, at a time when little
change is anticipated in the U. S. economy, purely local con
siderations assume greater significance.
As 1962 ended, Montana’s economy was in a fairly strong
position. Personal income for the year was up substantially,
mostly because agricultural income had recovered from the
low level of 1961. Nonagricultural employment during the year
had set a new record, slightly exceeding the previous high
which was established back in 1956. An almost unprecedented
volume of construction activity and a large number of workers
temporarily engaged in missile assembly work, plus increases
in government employment (federal, state, and local) were
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responsible for most of the increase. At the same time, unem
ployment had declined substantially and was the lowest since
1956.
But, obviously, a return to 1956 levels of employment and
unemployment certainly does not indicate a satisfactory rate
of economic growth; therefore, these favorable developments
should not be overemphasized. The fact is that there were a
number of trouble spots during the year. Several labor disputes,
including those involving the Butte mines and a Superior
lumber mill, kept employment below its potential during the
summer months; in eastern Montana the effect of the 1961
drought carried over into 1962, with farm and ranch suppliers
feeling the effect of reduced agricultural purchasing power.
Nevertheless in comparison with other recent years the over
all record for 1962 is good.
The question is whether these gains can be maintained in
1963. Much depends upon what happens in the construction
industry, a key factor in 1962’s good showing, but prospects
for wood products, minerals, travel, and agriculture also are
important in assessing the state’s over-all economic outlook.
Construction. For the past two years, the construction
industry has accounted for most of the new employment in
the state. This year, the chances for any further increase in
construction employment seem poor; in fact, a decline seems
much more likely. On June 30, 1962, over 4,200 workers were
employed on the Minuteman missile complex; it is now sched
uled for completion in mid-1963." Replacing these jobs would
be a formidable task and one which the industry—or indeed
the entire Montana economy—could not accomplish easily.
Fortunately, it is not necessary that this number of new jobs
be provided immediately, since many of the workers involved
in the Minuteman project came to Montana as employees of
the major contractors and will be leaving the state when their
work is done. Nevertheless, like any temporary large scale
project, the end of the missile project will necessitate sub
stantial readjustment in the localities concerned, in this case
in north central Montana.
H p^filH nately 1 , 5 ° f these workers were engaged in missile assembly,
classified as manufacturing employment.
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Two large construction projects in the state will provide
more jobs this year: the new concentrator plants at Butte
and Yellowtail Dam near Billings. With an effort being made
to speed up Montana’s highway construction program, the
number of roadbuilding jobs may also increase. But the chances
of the construction industry again providing an upward push
to total employment and business activity are slight.
Wood products. Western Montana’s lumber industry, under
a cost-price squeeze for the past two years, faces more prob
lems in 1963 when large amounts of timber downed by last
fall’s windstorms on the Pacific Coast are salvaged and the
lumber thrown on a market already notable for overproduc
tion. With 1963 housing construction at best expected merely
to maintain last year’s pace, overproduction may well become
a more serious problem. Montana mills may find themselves
in a particularly poor competitive position, since West Coast
firms will be able to purchase large quantities of downed tim
ber relatively cheaply and at the same time practice economies
of large-scale production.
Thus the wood products industry cannot be depended upon
for any significant employment increase in the state next year.
Indeed, as the industry more and more recognizes that the
market conditions which have existed during the past few
years may well be “normal,” increased emphasis will be placed
on cost reduction, particularly by the larger and better financed
firms. Cost reduction generally means modernization and new
equipment, with reduced or stable employment. This trend
is certain to continue, with the result that increased employ
ment in Montana’s wood products industry will depend largely
upon the addition of new plants or products rather than upon
increased lumber production from present facilities.
Minerals. Some increase in production and employment
in Montana’s metal mining industries is anticipated this year,
with continued stability forecast for the copper market and
increased underground mine production scheduled for Butte.
Last year, a labor dispute in the Butte mines resulted in
decreased copper production and reduced metal mining
employment. Since the new labor contracts run until 1964, the
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Butte area should be spared the disruption of work stoppages
in the mines this year.
The resumption of large scale zinc production in 1962
resulted in Montana’s largest zinc output since 1957. New cop
per and zinc concentrators now under construction at Butte
will add to the efficiency of The Anaconda Company’s Mon
tana operations and help to put them on a more stable basis.
In eastern Montana’s oil industry, construction of a $15 mil
lion refinery expansion and a products pipeline from Billings
to Sinclair, Wyoming (connecting with lines to Salt Lake
City) will begin this year. Recently a crude oil line was com
pleted from Cut Bank to Billings and Laurel to Byron, Wyom
ing, with connections to refineries in the Midwest. The oil
industry in 1962 produced about $77 million worth of crude
oil, or 42 percent of the total value of mineral production in
the state ($185 million). Copper produced was valued at $57
million in 1962. However, employment in the oil industry
accounts for only one-fourth of total employment in the state’s
mineral production industry.
Travel. Because of lack of reliable statistics, it is difficult to
speak of the travel and recreation industry in any but the
vaguest of terms. However, with personal incomes throughout
the United States expected to remain high, Montana should
continue to receive large numbers of visitors this year. It is also
true that 1963 should be a more nearly typical year insofar as
the geographic distribution of tourist and vacation expend
itures and the length of stay in the state is concerned. The
Seattle Fair last year worked to the benefit of the travel indus
try along the major east-west highways and in the two national
parks, but many operators of facilities in other areas reported
a decline in patronage. The length of stay in the state is
believed to have declined as travelers rushed on to Seattle.
Thus 1963 may more nearly resemble years prior to 1962 in
terms of numbers of visitors, geographic distribution, and
length of stay.
Agriculture. The beneficial effect of increased agricultural
income in 1962 will be felt in the state during the coming
year. In general, both livestockmen and grain producers shared
m ast year s increased income. Cattle prices were high (the
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decline predicted by the U. S. Department of Agriculture did
not occur) and the total value of crop production was 41 per
cent above 1962. Unfortunately, not all areas of the state shared
in this increase; rust damage, hail damage, and drought reduced
crop yields in some localities.
Barring unfavorable weather developments, the outlook for
agricultural income in 1963 is good. Cattle prices may be a
little lower later in the year, but no serious break is anticipated.
This is good news not only for farm and ranch operators but for
the many businesses engaged in providing them with goods
and services.
Summary. The prospects for Montana’s various basic indus
tries add up to little change in the over-all economy in 1963.
What change does occur is likely to be in the nature of a
decline. After midyear, with the completion of the missile
complex in north central Montana, construction and manufac
turing3 employment, and probably total nonagricultural
employment, will decline. However, this does not necessarily
mean a corresponding increase in unemployment, since many
of the workers will move on to jobs in other states.
In other parts of the state’s economy, the lumber industry
is likely to find its problems increased, but the outlook for
metal mining and smelting activity is fairly good. Little change
is foreseen for agriculture and the travel and recreation indus
try anticipates a season more typical of other recent years than
I 1962’s fair-oriented travel pattern.
Thus, by recent state standards, 1963 may be a fairly good
year. But, like the United States, and to a considerably greater
degree, Montana will continue to face the problems of an
unsatisfactory growth rate in terms of both employment and
m
income.
^Missile assembly.

Trees and Communication
NORMAN TAYLOR
Associate Professor of Business Administration
Montana State University, Missoula

An important problem faces people who are interested in
forests—the problem of communication. There are many other
problems which demand the attention of conservationists, rec
reationists, mill owners, and government and private foresters;
however, the solution of the more obvious and pressing issues
is contingent upon an understanding of the communication
problem.
Why is this so? The reason is that the interested parties
often either do not agree on the nature of the problem or they
fail to use terms that promote understanding. Put another
way, key words are seldom defined and basic assumptions are
not made explicit.
To illustrate the semantic problem, let me ask: What do we
mean by the word “tree”? Everyone has some notion of what
the word tree connotes, but each generalized notion of “a tree”
influences the conclusions drawn when one relates trees to
some use or value. For example, to the fisherman on the banks
of a stream, a tree is a source of shade; to the artist it may
be a subject for a picture; to the hunter it is forage for wildlife
(or something to hide behind while stalking); to the ornithol
ogist it is a haven for birds; to the entomologist it is a host for
insects, to the construction engineer it is a barrier to efficient
land use (for highways, dams, or skiing runs); to the farmer
the tree may be regarded as a weed when he is clearing a field,
or as equivalent to cash in the bank, if the log in the woodlot
can be sold; to the sawmill operator it is a cubic volume of
wood fibre with too much bark, pitch, taper, and conk, and
too many wormholes and knots for which all sellers demand
too much money; to the water resource specialist it is a device
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that helps to regulate run-off; to the cabinet maker or house
builder it is the source of an easy to work with raw material
with outstanding insulation value combining strength and
light weight. Similarly, bankers, geologists, campers, land
scape architects, investors, climatologists, pollution experts,
theologians, and chemists all view the tree differently, reflect
ing uses and values important to them.
To the forester, a tree is “a woody plant having one welldefined stem and a more or less definitely formed crown,
usually attaining a height of at least eight feet.”1 However,
the technical definition varies according to different experts.
Another widely quoted reference states that “a tree is com
monly defined as a woody plant which reaches a height of
at least 20 feet, has a single stem and shows a definite crown
shape”;2 and here is a legal clarification: a tree is “a woody
plant, the branches of which spring from, and are supported
upon, a trunk or body.”3
Experts vary in the number of characteristics they employ
for definition and in the emphasis upon functional as opposed
to descriptive aspects.4 The use of phrases such as “more or
less,” “under normal conditions,” “a number of years,” “dying
off in time,” “some distance above,” “for a long period,” are
1Forestry Terminology, Society of American Foresters, Washington 6,
D. C., 1950; p. 86.
"An Outline of General Forestry, Illick, Joseph S., Barnes & Noble, Inc.,
New York, 1939; p. 26. (Harlow, W. M.)
’Black’s Law Dictionary, 4th Ed., West Publishing Co., 1951; p. 1674;
Nettles vs Lichtman, 228 Ala. 52, 152 So. 450, 452, 91 A.L.R. 1455.
A tree, under normal conditions, can be defined as a woody plant
attaining a height of at least 10 to 15 feet, rising from the ground with a
single stem, and developing a more or less definite crown shape ”
Illick, op. cit., p. 26.
. Trees are woody plants, the seeds of which have the inherent capac
ity^ of producing naturally within their native limits one main erect
axis continuing to grow for a number of years more vigorously than
the lateral axes and the lower branches dying off in time.” Illick, ibid.;
(B. E. Fernow); p. 26.
A tree is a plant with a single woody trunk that does not branch for
some distance above the ground.” Elements of Forestry, Moon, Frank
lin & Brown, Nelson C., John Wiley & Sons, Inc., New York, 1929; p. 21.
Trees are large land plants that build up a perennial stem or trunk,
which continues to grow upright and more or less undivided, apart
from smaller side branches, for a long period of years.” The Foresters’
Handbook, Edlin, H. L., Thames & Hudson, London, 1953; p. 17.
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equivocal. Also, if one screens the key words and phrases
(woody plant, stem, trunk, or crown) we find them defined
in terms of each other which is circular reasoning.5 There is,
apparently, both disagreement and doubt as to the real nature
of the resource whose future is being affected by planners,
exploiters, and policy-makers.
The foregoing is a suggestive and by no means exhaustive
list of the ways in which the tree may be regarded. Obviously,
definitions depend upon the viewpoint of the definer. Other
important words such as sustained yield, multiple use, wilder
ness, and conservation, also have variable meanings, even when
used by the same person, depending upon the purposes to be
served or the audience to be reached.
The word “forest,” for example, is capable of many interpre
tations. It may mean many things to different writers, but it
is not a simple mathematical concept, i.e., TREE times N
(some indefinite large number) does not equal FOREST. A
forest is a complex, dynamic, community of living things. Even
though trees may be the most important element, they are
only a part of an interrelated whole. Insects, bacteria, animals,
birds, and shrubs need trees—but trees need them also.
A tree combines minerals and water from the soil, with
elements from the air, and with sunlight, to create proto
plasm which becomes food for forest residents. Animals and
birds assist in pollinization and the scattering of seeds; deer
and rabbits weed the forest as they feed on underbrush; bac
teria go to work when plants and animals die to change
organic material into soil-enriching substances which maintain
the life cycle.
Trees are continually fighting for survival with other species
(to be the climax tree), with animals (which may over-browse
young replacement stock), with insects (when dead or weak
trees enable predators to gain the upper hand), and, increas
ingly, with man. The dominant tree in the forest is the one
which has succeeded in obtaining the necessary food, water,
and light required for survival. However, the balance of power
is constantly shifting. The food supply for each element deterSee Edlin, op. cit. (footnote 4); pp. 91, 79, 87, 24.
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mines the degree and quality of its survival. Insects are food for
birds, which are food for small animals, which are food for
larger animals, which are food for bacteria and infusoria
which create food for plants and trees, and so on. The endless
cycle is modified by climate, weather, fire, and now by man,
who may cultivate by reforestation, who may protect by fire
suppression, or who may destroy by cutting trees or killing
game. Man has the power significantly to determine which
living things shall survive, even whether we shall have
forests.0
The confusion and uncertainty that frequently result from
sincere efforts to communicate can thus be appreciated in the
light of shifting definitions and imprecise concepts. Discus
sions of forest policy which end in irritation and indecision
might be compared to a situation where several persons are
asked to measure something, yet each is given a ruler of a dif
ferent length. Each individual knows he is right; and each
mind is closed to the possibility that others could be, too. Words
provide dimension and character to ideas; they should mean
the same things in succeeding usage and to other persons,
otherwise they are subtle subverters of communication—subtle
because they appear to be innocuously innocent of responsi
bility. If the word “tree” can itself produce uncertainty of
meaning, how can we begin to cope with the infinitely more
complex ideas and relationships that are involved in setting
policies and judging performance? The answer simply is that
we cannot advance our understanding and communication
unless we are willing to define our terms carefully and use
them consistently.
The second factor to be discussed, as a contributor to the
breakdown of communication, is the widespread use of implicit
assumptions in writing and in speaking. This is a failing com
mon to all sides. There is little hope for agreement on the
important issues regarding proper utilization of forested areas
"“When the first settlers came to this country there were 1,072 million
acres of forests within the 1,905 odd million acres that now make up
the United States. Only 624 million acres remain; of them, only 45 mil
lion are at all comparable to the original forests.” Trees. Yearbook of
Agriculture, U. S. Department of Agriculture, U. S. Government P rint
ing Office, Washington D. C., 1949; p. 106.

22

MONTANA BUSINESS QUARTERLY

if the discussants fail to start, at least, from some common
point. Incomplete syllogisms inevitably create frustration and
antagonism. Without initial agreement, later divergences
quickly lead to outraged or outrageous criticism, depending
upon whose ox is being gored.
For example, shortly after the Sleeping Child fire in west
ern Montana, some foresters airily dismissed the loss of tim
ber which resulted. It was, after all, an over-mature forest;
ingrowth was negligible. The litter of deadfall, of windthrown
and diseased trees was repugnant to the professional. The
absence of merchantable log values limited road construction
and increased the fire danger. Dense underbrush deterred
occupation by bigger game animals. This particular forest
was like money stuffed in the mattress; it was unproductive
by timber management standards. A provident fire now made
it possible to apply silvicultural knowledge to create a healthy
stand of even-aged trees of controlled, if not selected, species,
where access roads would permit thinning and salvage opera
tions, realistic fire protection, disease inspection, and fuller
recreational use. Recognizing the foresters’ long run responsi
bility and his competence, it is a realistic assumption that
he can produce more and better trees in the burned area, a
better environment for game, and a more attractive recrea
tional site.
Many people, however, were sickened by the occurrence
of fire which destroyed thousands of acres. To complete the
analogy, the mattress had been burned, and all the money
with it. What had taken nature centuries to produce was
devastated in hours. Part of the value of this timber to these
people derived simply from the knowledge that a forest was
there, their satisfaction, moreover, was heightened by the
realization that little of the timber had economic product
value and, thus, was likely to be safe from the chain-saw.
They need not ever have visited this particular forest to feel
the loss keenly. The antithetical and short run assumption
here is that all trees are desirable and should be preserved;
therefore, all fires are bad because they destroy trees.
The forester has the responsibility, and accepts it, to improve
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the forests whenever possible; he is not simply a caretaker.
Improvement to him means more, and better quality, trees.
This may involve re-seeding, planting, trimming, release
thinning, salvage operations, and other intensive cultivation
practices. In carrying out this responsibliity and making for
more rapid growth, rough roads are necessary and slash is
created. Man’s presence is evident in scarred hillsides and
open vistas. The forester’s premise is that temporary disarray
is a small price to pay for the substantial future benefits.
The non-professional forest visitor may react adversely to
such a scene. He argues that while the forester may be produc
ing a greater cubic volume of wood fibre, he is destroying “the
forest.” Maintaining, or increasing, the volume of wood by
sustained yield operations does not replace 300-year-old trees
or the all-age tree mixture. A second-growth, managed forest
is not the same thing as a virgin, mature forest. While it seems
paradoxical, the wilderness enthusiast can revel in the pristine
clutter of a virgin forest (containing downed, diseased, and
rotten trees, snags and jagged stumps) yet be revolted by piles
of slash, smooth-sawn stumps, and tractor lug marks. His
premise is that man-made disarray is offensive and too high a
price to pay for uncertain future benefits.
The industry, in carrying its case vis-a-vis British Columbia
exports (to this country) to the press and to Washington, seems
to have anticipated that increased public awareness would
rally support. This may turn out to be a tactical error. Many
Americans are quite satisfied to see Canadians tapping their
extensive forest reserves. It is argued that we should let them
cut their forests since we can have this lumber and at the
same time save our trees for other uses. To be candid, it must
be admitted, too, that many British Columbia producers are
expatriate lumbermen from the Northwest, who, following the
tradition of the last two centuries in this country, have moved
to new and cheaper virgin stands when domestic competition
and cost increases forced their relocation. The industry has
assumed that imports are bad which adversely affect Ameri
can firms. Others have assumed that imports are good which
lessen the drain on our forest reserves.
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The industry appears to assume that the economic values
it contributes to a community outweigh any negative values
associated with its presence. Yet, citizens are becoming more
and more distressed and aroused by air and water pollution,
by noise and offensive odors, and by the still too common millsite consisting of ugly, rundown buildings, a smelly pond, and
a disorderly yard. Payrolls are important but there are signifi
cant social costs borne by saw- and pulp-mill communities.
Many citizens are rejecting the industry’s assumption that it
makes a net social contribution to society.
While there are other factors that contribute to misunder
standings between foresters, forest products manufacturers,
government agencies, recreationists, conservationists, and priv
ate timber owners, surely one of the important reasons is the
unacceptability, or ignorance, of one another’s premises. If
premises, standards of performance, and goals are not agreed
upon, discussion of means is fruitless. Of all assumptions, pos
sibly the worst is to think that people accept yours; the least
often valid is to believe that they know and understand your
assumptions. The forest products processor sometimes assumes
that he has an irrevocable (even sacred) right to public stumpage. He is surprised and indignant when conservationists
dispute not only the validity of present allocations but also
the privilege of any access. They either do not know, or do not
accept, one another’s assumptions.
Increasingly, the processors of forest products will require
public support for their survival, at least those who are depend
ent upon federal and state sources for logs. The industry will
only receive support if it earns it. It will not get it, even if
earned, unless the public is educated to, and accepts, practices
in the forests in which it has a stake. Even if the industry
cannot agree on other matters (such as diversion privileges,
transit selling, regional freight differentials, import and export
policies, and other issues) which currently divide it, it must
recognize the importance of this problem. It may soon become
the target for national as well as state and local action. Public
pressures are mounting for non-depleting uses of timber lands.
Conceivably, “multiple use” may not include logging, as our
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population increases and the land base decreases.7 Despite
probable productivity increases, the public is inclined to judge
desirable forest policy less in terms of yield per acre and more
in terms of total acreage stocked with trees.
The industry, because of its increasingly important stake in
the management of public forests, should be leading the way
in establishing the social values that it contributes to the host
community and to society at large. It should also determine,
and reduce whenever feasible, the social costs that arise from
logging and mill operations. The industry does contribute
materially to society in the form of employment and purchas
ing power through a long chain of institutions; its continuance
and expansion protects and enhances the values of substantial
public and private investment (schools and supply businesses,
for example). It adds to our recreation potential when it makes
available private lands for hunting, fishing, and picnicing; it
creates capital and makes possible more rapid and extensive
recreation utilization of public lands (by bearing road costs,
for example); under good management it assists in the creation
and control of water supplies and wildlife; its value in time
of war is incalculable; and the products themselves (whether
plywood, paper, framing lumber, or panelling) are ones which
most of us would not like to have to do without.
On the other side of the balance sheet, the social costs must
also be recognized when they occur. One could mention down
stream damage from logging when the water shed balance is
altered or the silt load increased; the long recovery period
required to restore game, fishing, and aesthetic values once
lost; the shifting of reforestation costs to future generations
(as lumbermen and others are now paying for 19th century
logging practices in the Midwest and New England); damage
to highways by trucks and related equipment; wasteful under
utilization of the forest resources (leaving limbs, breakage,
and undesired species to be burned or chipped in the woods);
and the community costs of an unstable industry. Wide varia^We will be using roughly 1 million acres to park our automobiles in the
year 2,000, and will need over 400 square miles to bury those living
today.
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tions in output, employment, and payrolls—whether due to
strikes or market conditions—pose continual adjustment prob
lems to the public in the form of welfare and relief payments,
transient workers, high accident rates, and so on. Since the
bonanza period of the middle 1950’s excess capacity has
plagued lumber and plywood producers, and recently, even
paper manufacturers temporarily. Faced with a severe cost
squeeze—rising stumpage, labor, equipment, transportation,
and road construction costs have been coupled with falling
market prices for the end products—it is only logical to expect
that any expense which can be shifted to society at large, will
be considered.
Unfortunately, the free market system does not guarantee
that the best industrial citizen will survive, only the fittest.
The most efficient producers might also be the most ruthless
and lacking in social responsibility. The interested parties with
a stake in forest policy determination are not always (and not
equally) represented. For example, the needs of our grand
children for recreation and wood products, and the supply we
make available to them, are affected by decisions made today.
No wood processor known to the writer derives any satisfac
tion from smog he helps to create, from polluted streams, or
from waste. The steps necessary to alleviate or prevent the
above, however, typically require expenditures that exceed
the financial resources of all but a few of the largest, inte
grated firms. The owners^ and managers of smaller enterprises
are also hunters and fishermen, with the same tastes and pleas
ures as other citizens. They often make the mistake, however,
of dismissing the critic of existing practices as a crank or an
economically naive collectivist, when they should be weigh
ing seriously the respective interests and arguments and work
ing to achieve both private and public goals. Intemperate dis
regard of public demands may ultimately lead to greater
bureaucratic intervention.
All of the groups which have an interest in our forests should
give support to studies designed to provide the basic data that
are lacking and which are vital for intelligent decisions. They
must also encourage a more intensive and extensive educa-
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tional program, which will provide pertinent information,
written in layman’s terms, to schools and to the general pub
lic. This would help to establish a common, and more enlight
ened, basis for discussion and policy determination.

Keep Your Checkbook
Under Lock and Key at all Times
FRED A. HENNINGSEN
Assistant Professor of Business Administration
Montana State University, Missoula

Are the pressures of American business getting you down?
Would you like a taste of business transacted in a leisurely
manner no rush, no push, plenty of time? If so, spend a few
years in Pakistan where the pace is easy. But before you go,
let me introduce you to banking methods there. The manage
ment of a checking account in that part of the world furnishes
a fine example of a system where time is not money, labor is
an insignificant cost factor, and efficiency is of little
importance.
Here in Montana, where almost all businesses and a high
percentage of individuals operate checking accounts, we tend
to take a bank’s services for granted. We assume that any vol
ume of checks can be handled quickly, easily, and accurately.
These assumptions about banks in the United States are
reasonable, but you should prepare to modify them on your
way to Pakistan so that you can learn to appreciate the pen
alties of their leisurely system.
Let us say you find yourself in business in the busy port city
of Karachi. To facilitate business transactions you will want
to open a checking account. A few of the many bank build
ings are modern and very imposing in a familiar marble sort
of a way and an occasional one is air conditioned. You might
as well choose an air conditioned one, because it is likely to
be a bit more modern and Karachi does have a torrid climate.
To open a checking account, you perform the usual card
signing formalities, and receive from the bank officer a bound
book of deposit slips with each slip and its attached stub hands amped with your account number. A few disadvantages are
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immediately apparent: e.g., a bound book cannot handily be
used in a typewriter and extra effort and time are required
to write all essential information twice, once on the stub to
be retained by the depositor—his only record—and once on the
slip which will be permanently retained by the bank. More
over, two original records are much less satisfactory than an
original and carbon copy because it is exceedingly difficult to
maliciously alter a carbon copy.
Your next logical step will undoubtedly involve a deposit
of funds in your newly created account. Do you remember the
last time you made a deposit in your bank? It was probably
made in three or four minutes and could have been done while
you were comfortably seated in your car. To make a deposit
in Pakistan is a fairly simple matter if you have cash to deposit.
However, if the amount is large or consists of many small bills,
you must be patient. No bank clerk or teller in Pakistan will
stamp a deposit slip until he has at least double-counted the
currency submitted (most United States clerks count twice
only if their count does not check with the amount written
on the slip). Since the largest note in general circulation in
Pakistan is the 100 rupee note (approximately $20), a large
deposit of, say, 25,000 rupees requires some time to count once—
not to mention twice. However, this is just a minor incon
venience compared to the procedure if you are depositing
checks, or checks and cash. Let us assume that both checks
and cash are to be deposited—as would often be the case. The
receiving cashier will first double-count the cash. The deposit
book with checks attached then goes to another more highly
placed clerk whose job it is to verify the checks. This clerk
carefully scrutinizes each check for flaws in dates, amount,
etc. In many banks he must immediately verify the existence
of credit balances sufficient to cover checks drawn on his bank,
and in some banks he must actually post the check as a charge
to the account (rather than merely verifying the balance avail
able) . Compare this method with your bank’s practice of hand
ing you a printed receipt for your deposit within seconds
after a count of cash and a quick look at the back of each
check to verify that it has been endorsed.
Checks drawn on other banks are merely scrutinized for
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flaws. At the end of this time-consuming process, the clerk
will sign both the deposit slip stub (your only evidence of a
deposit) and the deposit slip which is retained by the bank.
He then sends the book to the cashier who finally returns your
completed deposit book. With luck, and if business is light,
you may make a deposit in fifteen minutes. Or it may require
thirty or sixty minutes, and thirty or sixty minutes out of a
businessman’s day means depositing money is not to be
undertaken lightly.
While you (patiently, please!) are awaiting the return of
your deposit book, you have time to wonder about the pre
cautions taken with those checks drawn on other banks. This
problem is handled very precisely by the bank: your account
will be credited when—and only. when—such checks have
cleared their respective banks and your bank has been so
advised. In the meantime it is an error to count them as money
in the bank and, therefore, you must be a little careful about
writing checks unless your account always has a healthy credit
balance.
Having leisurely made a deposit—no rush, no push, plenty
of time (your time)—your next logical move is to the check
counter for a supply of checks. The counter is there, and there
are the familiar pens on chains, but little else. Pads of checks
are much too precious to be left lying around. To obtain checks,
you must apply to a bank officer. After a few questions as to
number and type of checks, e.g., bearer or order, he will invite
you to have a seat and a cup of tea (not while he thinks the
1 ea over, but to pass the time away while the checks are being
prepared). He then sets machinery in motion which is designed
^ ^ era^e a supply (say 100) of serially numbered checks from
the bank s vault, to stamp your account number on both stub
and check (usually by hand stamp), and ultimately to deliver
the checks to his desk. In the process, entries have to be made
m various registers and various signatures taken, with the
penu timate signature being yours. This signature, of course,
iberates the supply of checks from the bank to your care and
^us °
-^-av^nS finished your tea, finished the nice chat with
e an 0 ^ cer’ anc^ sPent a good deal of valuable time, you
are on your way with your supply of checks.
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After you have left the bank with your carefully recorded
checkbooks, you may find it interesting to examine your
treasures. Open the checkbook—the first thing you’ll notice is
a list of instructions printed inside the cover. The first item
goes something like this: “Keep this checkbook under lock and
key at all times. Do not leave it on your desk unattended, etc.”
Other items on the list include instructions for various meth
ods of safely writing the checks. The last item will usually be
to the effect that the bank will not be responsible for checks
fraudulently drawn on your account because this can only
happen if you are careless with your checkbook!
You have probably acquired an “order” checkbook. This
means that it is worded: Pay to ..........
or Order (U. S.
checks generally are worded: Pay to the Order of ................. ).
It sounds simple enough. But just mail a few checks in payment
of routine bills and you will inevitably find one or more of
them coming back to you, usually brought by the payee. You
learn that Abdullah the butcher does not have a bank account,
nor does he have a close friend or relative with one. Therefore
he has a problem, because an “order” check is virtually nonnegotiable and must be deposited in a bank account, preferably
in the account of the payee, but, in a pinch, in any bank
account. To obtain cash Abdullah couldn’t go into just any
bank and cash that check—he must go to the one on which it’s
drawn, and there he would be required to prove his identity—
no mean task in Pakistan. Wise in the ways of the East,
Abdullah has come to you to straighten things out. At his
suggestion you strike out the word “Order” and insert the
word “Bearer,” signing your name (in full) under the altera
tion and send Abdullah on his way, now the happy owner
of a negotiable instrument, grateful that you were available
to “do the needful.” (Any alteration in the check, no matter
how minor or obvious will likely bring a check back to you
for your signature under the alteration. Did you start to write
“July” and change it to “June,” or vice versa? The bank will
refuse payment unless you also signed your name in full,
under the alteration). Naturally, if very many of your deal
ings are with small merchants (who typically have no bank
account), your next pilgrimage to the bank will be for a new
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supply of checks of the “bearer” variety, especially if your
name runs into many letters. Again, a long name will drive you
to nervous caution, even to the point of nervousness, when
drawing checks so as not to make errors, unless you enjoy sign
ing your name ad nauseam.
Another recommendation listed in the front of your check
book is that all checks sent through the mails be “crossed.”
This is simply two parallel lines drawn diagonally across the
upper left hand corner of the check. Banks in countries where
this technique is recognized will accept such checks only for
deposit to the account of the payee. In other words the “crossing” has exactly the same effect as a restrictive endorsement
in our system, and it achieves restriction with a bare minimum
of effort.
Did you think that you were gaining an automatic receipt
when you decided to pay by check? Not so in Pakistan. Once
drawn and deposited, that check becomes bank property,
incarcerated in a storage room. There it will be available for
inspection only when and if you urgently want to look at it.
Although you may often wish you could inspect a certain
check, you must first decide if it is worth the trouble. The
fact that the bank keeps your cancelled checks means you
cannot use them for your personal or business purposes where
they are most useful, if not absolutely essential. Also, bank
reconciliations are much easier to make when working
directly with the checks than when only the serial numbers
are available on the bank statement. Since only the most
up-to-date banks in Pakistan use machines for posting, the
problem may be compounded by a clerk’s poor handwriting.
Your auditor s ability to verify payments easily is, of course,
almost completely negated by this system, and the problem
of getting any representative sample of checks from storage
in the bank is obviously formidable. Thus, you can see, the
care and feeding of a checking account can be as much nuisance
as convenience in Pakistan.
some instances, the nuisance values are compounded,
ithout half trying, you could work yourself into a corner
such as this writer did in managing a small operating fund
for a school associated with the University of Karachi but
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located off campus. The fund was supposed to be used to pay
for casual labor, repairs, scholarships, and similar items but
not payrolls. Teachers’ salaries were paid by checks drawn by
the University of Karachi on the National Bank of Pakistan,
University branch. The University and its branch bank are
located about ten miles from the center of Karachi where our
building is located. Most of the faculty either have no check
ing accounts or where they do have them typically draw out
deposits about as fast as they make them. Now, see how the
Pakistan checking system makes itself felt. The faculty mem
ber without a bank account could cash his check only by
travelling the ten miles to the University or by asking the
writer to exchange checks, i.e., one of the fund “bearer” checks
for his “order” pay check.
The faculty member with a bank account is almost as badly
off. You might think that he could immediately deposit the
check in his account and start living it up by drawing checks
against the deposit, but it is not so. The reader will remember
that checks deposited in Pakistan are credited to an account
only after they have cleared the bank of origin. Teachers’
checks took an average of two weeks after deposit to clear
the University branch bank and be credited to their accounts.
Naturally, these teachers also had to be helped by an exchange
of checks. The net result is that two checks, one an “order” and
one a “bearer” check, are generally drawn to pay the same
salary for each man. How much of this goes on throughout
the economy no one really knows, but surely a lot of needless
bookkeeping is involved.
Seriously, after five years in Pakistan, I am convinced
that the drawbacks described above must act as a minor deter
rent to the economy of Pakistan; and that, by the same token,
some of the remarkable success of our economy must be
attributed to our smoothly efficient checking account system.
Certainly ease of payment and widespread use of credit tend
to accelerate the pace of an economy, and our banks help in
this by making deposit and withdrawal of funds an easy
process.
However, if you still feel that the pressures of American
business are overwhelming, buy your ticket—you can be in
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Karachi by jet in forty hours—but don’t look for drive-in tellers
and such. And don’t forget to take your checkbook everywhere
there, because our much used counter check doesn’t exist in
Pakistan.

Problems of
Economic Growth in Montana
MAXINE C. JOHNSON, Assistant Director
Bureau of Business and Economic Research
School of Business Administration
Montana State University, Missoula

Most Montanans—and certainly readers of this Quarterly
and its predecessor, the Montana Business Review—are aware
that Montana’s economic growth does not compare favorably
with the nation and with many other states. There are a num
ber of possible reasons for regional differences in economic
growth rates and some of them, as they pertain to Montana,
have been discussed in these pages before. Our purpose is not
to labor the point, or to present an unduly pessimistic view
of Montana’s economy; however, until we know as much as
possible about how and why our state has arrived at its pres
ent position, it is very difficult to make intelligent plans
for improving it. This article is an attempt to consolidate
present information and to add to our understanding of Mon
tana’s economic position by analyzing and comparing income
data and recently-released employment figures for Montana
and four other Rocky Mountain states—Idaho, Wyoming, Utah,
and Colorado—and for the United States.
Let us briefly review the recent record of growth in the five
Rocky Mountain states and the United States. Between 1950
and 1960, three of the states—Montana, Idaho, and Wyoming—
lagged well behind the national rate of growth in population,
employment, and income; the other two states—Utah and
Colorado—grew faster than the nation as a whole (Table 1).
Using either employment or income as the criterion, Mon
tana had the slowest growth rate of all. The rate of growth in
employment in the state was far below that of the other
Rocky Mountain states and the United States. Over the decade,
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EMPLOYMENT AND INCOME GROWTH IN FIVE
ROCKY MOUNTAIN STATES AND THE UNITED STATES,
1950-1960
PERCENT
INCREASE

Montana’s percentage increase in its employed labor force
amounted to 6 percent, compared to 14.5 percent in the United
States and to increases of from 12 to 32 percent in the other
Rocky Mountain states. Had employment opportunities in
Montana simply kept pace with the nation, the state, rather
than having 231,270 persons at work in April I960,1would have
had approximately 250,000 persons 'employed. Montana’s failure
to approximate the national rate of employment growth cost
it some 18,500 jobs between 1950 and 1960. Using the national
growth rate as the norm, Wyoming and Idaho fell short by
about 3,000 jobs while Colorado gained 81,000 and Utah 40,000
more than might have been anticipated.
U. S. Department of Commerce, Bureau of the Census, 1960 Census of
Population, Montana, General Social and Economic Characteristics. Be
cause the Census was taken as of April 1, when considerable seasonal
unemployment exists, average employment for the year would be some
what higher. There were 16,803 persons or 6.8 percent of the labor
force unemployed in Montana in April 1960. Unemployment rates in
the other four states ranged from 4.0 to 5.7 percent: the U. S. rate was
5.0 percent.
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In per capita income, usually considered the most meaning
ful measure of economic growth, Montana had an increase over
the decade of only 25.6 percent compared to 48.6 percent for
the United States and compared to gains of from 37.8 to 59.0
percent for its four neighboring states (Table 1). Had Mon
tana’s per capita income expanded at the national rate, its per
capita income in 1960 would have been $2,378, rather than the
$2,009 figure which was actually recorded. As a result of its
slow growth rate, Montana’s per capita income during the
decade of the fifties changed from a position above the national
average to one below average, and its rank among the five
Rocky Mountain states slipped from second to third (Table 2).

Employment
Why should Montana have fallen behind in employment
and income growth? Let us consider employment first.
Although every part of the United States is heavily dependent

Table 1
POPULATION, EMPLOYMENT. AND INCOME GROWTH IN
FIVE ROCKY MOUNTAIN STATES AND THE
UNITED STATES, 1950-1960
(percent increase)

State

Employed
Population Labor Force

Total
Personal
Income

Per Capita
Personal
Income

25.6
42.3
6.0
..... 14.2
37.8
13.0
56.1
. 13.3
41.4
Wyoming .....
12.0
60.8
...... 13.6
49.8
Utah ______
92.9
. 29.3
32.0
59.0
109.2
Colorado .
...... 32.4
31.5
48.6
76.8
United States ....
14.5
. 18.5
Sources: Population and employed labor force—U. S. Department of
Commerce, Bureau of the Census, 1960 Census of Population, General
Social and Economic Characteristics.
Personal income—U. S. Department of Commerce, Office of Business
Economics, Personal Income by States Since 1929, A Supplement to
the Survey of Current Business and Survey of Current Business,
August 1962.

Montana .....
Idaho
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Table 2
PER CAPITA INCOME, FIVE ROCKY MOUNTAIN STATES AND
THE UNITED STATES, 1950 AND 1960
% Change
State
1950
1960
1950-1960

Montana
$1,600
$2,009
25.6
I d a h o ___________________
1,279
1,762
37.8
Wyoming _____
1,623
2,295
41.4
U ta h __________________ __
1,282
1,921
49.8
Colorado _______ ___
1,444
2,296
59.0
United States ____
1,491
2,215
48.6
Source: U. S. Department of Commerce, Office of Business Economics,
Personal Income by States Since 1929, A Supplement to the Survey of
Current Business and Survey of Current Business, August 1962.

upon developments in the national economy, there are several
basic reasons for regional differences in growth rates. Areas
differ greatly in their industrial composition depending upon
their resources, location, markets, and so forth. Areas with
a large proportion of so-called “growth” industries will typ
ically experience rapidly expanding employment. California,
with its electronics and other fast-growing manufacturing
industries, is a prime example of such an area. But individual
industries do not have the same rate of growth (or decline)
in all parts of the country at the same time; very great
differences frequently exist. An industry which is declining
nationally may be expanding in a particular area, thus contrib
uting to a rapid growth of employment in that area. Since
World War II, for example, the textile industry has been
declining nationally but has had a rapid expansion in the
South. Thus total employment growth depends upon both over
all industrial composition and rates of increase for individual
industries.
Dean Paul B. Blomgren, in his article in the last Quarterly,
discussed how Montana’s industrial makeup—its raw mater
ial-oriented economy—has retarded the state’s economic
growth. The problem can be illustrated in another way. Listed
below are nine major industry groups as defined by the Cen
sus Bureau, with the percentage change in employment which
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occurred in each group between 1950 and 1960 in the United
States as a whole.
% Change in U. S. Employment,
Industry Group

1950-1960

Finance, insurance, and real estate
40.4
Service---------------------------------- ------34.2
Public adm inistration-----------------------------------------27.4
Manufacturing ..........................
19.2
Total em ploym ent....... —....... -...... —.... —
14-5
T ra d e _____ ___________________ —....
Construction ...........—.......
-.........
Transportation _____________________
Mining ____
—
A griculture________________________

12-2
10-4
0.2
—29.7
—38.2

Four industry groups in the United States—finance, serv
ices, public administration, and manufacturing—increased their
employment faster than the average for all employment, and
thus by this criterion may be classified as fast-growing indus
tries. In 1950, 51.8 percent of total national employment was
concentrated in these industries. Colorado and Utah, which
during the fifties had the largest employment increases among
the five Rocky Mountain states, had approximately 43 percent
of their total 1950 employment in these industry groups. But
for Montana, Idaho, and Wyoming, the employment percent
ages were 33, 33 and 31 respectively. In addition to the small
proportion of their employment in expanding industries, these
three states were heavily dependent upon agriculture and
mining, both declining industries in terms of employment.
Since all five Rocky Mountain states had a smaller propor
tion of their 1950 employment in the “growth” industries than
did the nation as a whole, they began the decade under a
definite handicap. But we have noted that industries do not
have the same rate of growth (or decline) in employment in
all parts of the country at the same time. Thus between 1950
and 1960, all eight nonagricultural industry groups in Colorado
and Utah expanded at a rate faster than the national average
and agricultural employment declined more slowly. These
“differential” gains were more than large enough to offset the
handicap of an unfavorable industrial makeup (which caused a
“proportional” loss) and these two states ended the decade
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with percent increases in total employment which were more
than double the national rate of growth.
Not so in Montana, Idaho, and Wyoming. Their economies
were simply too dependent upon slow-growing industries (par
ticularly agriculture) for them to hope to keep pace with
the national rate of employment growth. Montana’s exper
ience is detailed below.

. J
„
Industry Group

Actual Employment
1950
I960

Total employment ----- 218,180 231,270
Agriculture ----------54,913
40,844
Mining
----------------9i3 0 i
6,782
Construction ------------ 14,772
14,911
Manufacturing ----------- 18,681 23,439
Transportation, com
munication, and
other utilities --------- 22,765 21,013
Wholesale and
retail trade ----------- 41,414
47,094
Finance, insurance,
and real e s ta te ------- 5,006
8,035
Services — — — — ----

37,593

51,451

Anticipated Difference
Employment between
(Based on Actual and
U. S. Rate Anticipated
of Change), Employment,
I960
I960

249,816
33,936
6,539
16,308
22,268
22,810

- 1 8 546
e’,908
243
— 1,397
1 171
-

1,797

46,466

628

7,028

1 007

50,450

l’ooi

Public adm inistration....
10,101 12,590
12 869
279
Industry not reported...
3,634
5,111
1 1 ,2 3 6
- 6 125
Net difference
-18,546
Differential gain (due to differences in rate of change)
1,360
Proportional loss (due to industrial composition)
-19,906

In calculating these figures, the 1950-1960 percentage change
for total employment and for each industry group in the United
States is determined and applied to the 1950 employment fig
ures for Montana, to arrive at an anticipated 1960 employment
for each state industry group based on the U. S. rate of change.
The sum of the differences between the actual and anticipated
figures for each industry group equals 1,360; this is the differ
ential shift caused by variations in rates of growth among
national and state industries. However, the percentage distriution of employment among the various industry groups
varies considerably between the United States and Montana,
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and when we compare the actual and anticipated total 1960
employment for Montana we arrive at a minus 18,546; there
fore it can be assumed that Montana lost 19,816 jobs as a
result of its industrial composition (1,360 -f- [-19,906] = -18,546).
Montana’s loss of 18,500 potential jobs between 1950 and 1960
was due overwhelmingly to an industrial composition in which
the most important industries either were among those with
the slowest growth rates or were declining. Agricultural
employment did not decline as sharply as the national exper
ience would have indicated. If Montana’s decrease had equalled
the national loss, there would have been almost 7,000 fewer
jobs in agriculture alone, and the state’s over-all employment
drop would have been alarming indeed. At the same time,
because agriculture yielded one of the lowest average incomes
of any industry in the state in 1960, the continued presence of
those low paid workers pulled down Montana’s per capita
income. This is one of the difficult problems which faces the
state, and one which will be discussed again later in this
report.

Income
Like employment, total personal income in Montana failed
to keep pace with the national and regional growth. But total
personal income (again, like employment) is a measure of the
total economic growth of an area. Per capita income, on the
other hand, measures changes in* individual welfare and thus
is a more meaningful indicator of economic progress. For
this reason the failure of Montana’s per capita income to keep
up with national per capita income growth is particularly dis
appointing. Of course, income alone does not determine indi
vidual welfare; certainly there are many Montanans who
feel that the state has advantages which more than offset
the small differences in average income which currently exist
between Montana and the United States. The point is not that
incomes are slightly lower in Montana, but that the discrep
ancy is increasing. And no matter how much one values the
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nonmonetary advantages which Montana offers, it is discourag
ing to realize that Montanans are not sharing fully in the eco
nomic growth of the nation.
The largest part of personal income, of course, comes from
current participation in the labor force and consists of wages
and salaries, “other” labor income (mostly fringe benefits),
and proprietors’ income (income from unincorporated busi
nesses and self-employment). Participation income thus is
made up mostly of income from the sale of labor services. But
the income from labor services (i.e., average earnings per
worker, both employed and self-employed) may vary con
siderably from one part of the United States to another. Just
as the industrial composition of a region affects employment
growth, so does it also affect earnings. The various industries
have different wage structures, depending in part upon their
use of skilled and unskilled labor and in part upon their
capital/labor ratios. There are also pronounced regional dif
ferences m the earnings of workers in the same industry. In
general, however, a region with a large proportion of its
employment in industries which typically offer high rates of
compensation tends to have high per capita incomes; areas
heavily dependent upon such industries as agriculture and
services, where compensation is generally low, tend to have
low per capita incomes.
Not all income is derived from current participation in the
labor force, of course; differences in per capita income also
re ect differences in proparty ownership and returns from
past investments. If, in the past, residents of an area have
een able to make substantial capital investments, then prop
erty income (rent, dividends, interest) may contribute to high
per capita incomes. This traditionally has been true in the
mid-Atlantic states on the eastern seacoast.2
iS Ca!led “transfer Payments”; that is, incom
social se c ^ itv i n H
S er.v i c e s are rendered.
Payments unde
examples of fran^f pnvate pension plans, welfare benefits, etc. an
from one alea to
They generally show u« le variatio,
differentials.
th
and are not an important factor in incomi
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Per capita income figures are also affected by variations in
the proportion of the population employed in various parts
of the country. Such differences depend mostly upon the age
distribution of the population and differences in the percent
age of persons of working age who are in the labor force. If an
area has a relatively large proportion of its population at
work, and a relatively small part of its population dependent
upon these workers, then obviously per capita income will
tend to be high.
In summary, then, three major determinants of regional
variations in per capita income are (1) differences in average
earnings per employed person; (2) differences in income from
property ownership; and (3) differences in the proportion of
population employed. The following pages discuss these fac
tors as they have influenced per capita income in Montana, the
other Rocky Mountain states, and the United States since
1950.
Participation income. In 1950, when agriculture, and par
ticularly the cattle industry, were enjoying unprecedented
prosperity, three of the five Rocky Mountain states—Montana,
Utah, and Wyoming—had incomes per worker3 which were
higher than the national average. Colorado and Idaho were
only slightly lower (Table 3). Montana’s per worker return
in agriculture was more than twice the U. S. figure; in the
four other states, agricultural incomes were well above the
national average. Per worker earnings in nonagricultural
industries in 1950 also compared quite favorably: Wyoming’s
was higher, Montana’s approximately the same, and Idaho,
with the lowest average, was $200 behind the United States
as a whole.
By 1960 the situation was quite different. Only Wyoming,

“Wages and salaries, other labor income, and proprietors’ income divided
by employed labor force (wage and salary workers and the selfemployed).
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which had an unusually high average in 1950, and Colorado,
with a very rapid growth rate over the decade, had per worker
incomes higher than the United States average. The other
three states had fallen behind. In Montana, where income
per agricultural worker declined 6 percent over the decade
and income per nonagricultural worker increased relatively
slowly, the rate of growth in average earnings for all workers
was less than half that recorded nationally.
Montanans have been well aware of what has been happening
in agriculture. Perhaps because less information has been
available concerning the state’s nonagricultural industries,
many Montanans were less prepared for the rather disappoint
ing income record they have made. Next to Idaho, Montana
had the slowest percentage growth in income per nonagricul
tural worker in the Rocky Mountain region and was well
below the national rate of increase. The result is that earnings
per worker in Montana’s nonagricultural industries in 1960
were substantially below the national average and lower
than any other Rocky Mountain state except Idaho.
Two major reasons for regional differences in average earn
ings per worker were mentioned earlier: variations in indus
trial composition which result in some areas having a greater
proportion of high-paying industries than others, and regional
differences in the compensation of workers in the same
industry.
The farm-nonfarm distribution of employment is a key fac
tor in industrial composition. Typically, agriculture is a lowpaying industry which tends to pull down average compensa
tion for all workers in an area. Three of the Rocky Mountain
states—Montana, Idaho, and Wyoming—suffer from a distinct
disadvantage in this respect; that is, they have a much higher
proportion of agricultural employment than the nation as a
whole.
A very wide variation among the Rocky Mountain states
in average income per worker is evident from Table 3. Idaho
in particular, Utah, and Montana compare unfavorably with
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the nation in this respect. The influence of farm-nonfarm distri
bution of employment and of differences in average compensa
tion on per-worker earnings in 1960 can be expressed in terms
of dollars as follows:

1960
Income
State
per Worker
United States ...... $5,049
Montana ....
. 4,756
Idaho ___
...... 4,269
Wyoming
5,215
Utah .
___ 4,829
Colorado _____ _ 5,256

Total
-$293
— 780
166
— 220
207

Difference between State
and National Income
Due to FarmNonfarm
Due to
Distribution of
Rates of
Employment Compensation
—$108
— 150
— 100
13
— 12

-$185
— 630
266
— 233
219

These figures are derived by applying the national farmnonfarm employment distribution to average earnings of farm
and nonfarm workers in a particular state to determine
what the average earnings per worker in the state would have
been had the national employment distribution prevailed, and
by applying the state farm-nonfarm employment distribution
to average earnings of farm and nonfarm workers in the
United States, to determine what the average earnings in the
state would have been had national rates of compensation pre
vailed.4 For those readers who are interested, the formula is
given in footnote 5. (Page 47.)
It would be helpful if the same technique could be applied
to nonagricultural industries alone, so that differences in aver
age earnings due to nonagricultural industrial composition and
Mrnh. ffd

that “rate of compensation” as used here refers to
° f, b0 h Wage and salary workers and the self-employed and
Ho* * f 0t re!e^ to wage rates Per hour- Thus the table above should not
meamng that wage rates per hour in Montana, Wyo^m npnLtUtah
*ow*T than the national average. Differences in
alS° be caused by such factors as seasonality of emso forth ’ iterances in the number of hours worked per week, and
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rates of compensation could be determined. Unfortunately this
is impossible because of lack of information as to proprietors
income by industry group. However, except for Wyoming,
which appears to have had an advantageous nonagricultural
industrial makeup in 1960 (that is, a high proportion of employ
ment in relatively high-paying industries), varying rates of
compensation appear to account for most of the differences
in per worker earnings in nonagricultural industries in the
Rocky Mountain region. In Colorado, average compensation
exceeded the U. S. figure; in Montana, Idaho, and Utah it was
lower. A comparison of average nonagricultural wages and
salaries in the United States and Montana in 1960 shows some
interesting differences; in almost every major nonagricultural
industry group the average yearly wage or salary in Montana
was below the national average. The most striking differential
occurred in the service industries, although state wages in*4

&
N—Average earnings per worker, United States. ($5,049)
S—Average earnings per worker, Montana. ($4,756)
O—Average earnings per worker in Montana assuming national farmnonfarm employment distribution:
4
1
2
3
M
ontana
Mont a na
u.S .
M ontana
Incom e p e r
Income per
% of
F arm
N onfarm
Farm
L abor Force
Incom e
W o rk er
W orker
on F arm s
p e r W orker
(1 X 2)
4,816
4,480
6.6
296
O (34-6) = 4,794

5

6

U.S.
% of
L abor Force
N onfarm

M ontana
N onfarm
Incom e
p e r W orker
(3 X 4)
4,498

93.4

R—Average earnings per worker in Montana assuming national rates
of compensation:
4
1
2
3
U.S.
U.S.
M ontana
M ontana
Incom e p e r
Income per
% of
Farm
N onfarm
Farm
L abor Force
Incom e
W orker
W orker
on F arm s
p e r W orker
(1 X 2)
5,164
3,450
17.1
590
R (34-6) = 4,871

5
M ontana
% of
L abor Force
N onfarm
82.9

6
M ontana
N onfarm
Incom e
p e r W orker
(3 X 4)
4,281

Difference in average earnings due to farm-nonfarm distribution of
employment = 1/2 (S-O) + 1/2 (R-N) = —108
Difference in average earnings due to rate of compensation = 1/2 (S-R)

+ 1/2 (O-N) = -185.
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trade, finance, and government also compared poorly with
national figures:
Average Wage
or Salary, 1960
Industry Group
Montana
U. S.
All nonagricultural industries _______ .... $4,538
$4,897
Mining6 ............
__ 5,135
5,405
Construction .......
..... 5,454
5,420
Manufacturing ___
...... 5,147
5,215
Wholesale and retail trade ........... .
3,876
4,300
Finance, insurance, and real estate . .... 4,203
4,676

Transportation, communication,
public u tilities...........
__ 5,789
Services ___________
__ 2,987
Government ____________________ __ 4,909

5,658
3,909
5,416

Percent
Montana
of U. S.
93
95
101
99
90
90
102
76
91

The fact that per worker incomes in Montana compare rather
unfavorably with both the United States and most other Rocky
Mountain states, then, is largely the result of two factors: the
continued heavy dependence upon agriculture and lower rates
of compensation (using national figures as the norm) in most
nonagricultural industries.
Property income. Property income (rent, dividends, and
interest) is a relatively small part of total income, but, because
it varies considerably from one area to another, it is a factor
in per capita income differences. Per capita property income
in the Rocky Mountain region tends to be lower than in the
United States as a whole.7 Between 1950 and 1960 this tendency
became more pronounced as property income growth in all
five states lagged behind the national average (Table 4). Idaho
and Utah have particularly low per capita incomes from property; Colorado and Wyoming, with the highest total per capita
incomes, also had the highest property incomes per person.
Among the five Rocky Mountain states, Montana ranked
Because of the 1959-60 labor dispute which kept most metal miners idle
i1?
comparison of mining wages in Montana and the
United States for that year is not valid.
One reason for the lesser importance of property income in the region
(but not for its slower rate of growth) is probably the heavier invest
ment m agriculture. Much of the property income from agricultural
investments is considered as agricultural proprietors’ income and thus
is included m participation income.
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Table 4
PROPERTY INCOME PER PERSON, FIVE ROCKY MOUNTAIN
STATES AND THE UNITED STATES, 1950 AND 1960
% Change,
1950-1960
1960
1950
State
66.4
$268
... $161
Montana
____ ________
50.0
183
.. 122
Idaho
........................
78.0
324
182
W yom ing______ _ _______ __
72.0
227
132
Utah
~ ....
............. ..
60.6
310
193
Colorado
.................................
84.0
344
187
United States .... ........
Source: See Table 1.

third in per capita property income in both 1950 and 1960. It
also ranked third in rate of growth during the decade. The fact
that property income per capita in the state is less than in
the nation and that it grew more slowly between 1950 and
1960, of course, contributes to the poor showing made by the
state in per capita income and income growth.
Proportion of population employed. In many states, and in
the United States as a whole, the proportion of total population
employed8 declined between 1950 and 1960. The major reason
for the declines, of course, was the rapid increase in population
under 19 years of age and over 65 years—groups of persons not
usually in the labor force. In the Rocky Mountain region,
the changes in percentage of population employed varied con
siderably from one state to another; ranging from a relatively
sharp decline in Montana to an increase in Utah (Table 5).
Only Wyoming had a higher proportion of population employed
than the nation as a whole.
The reasons for the decline in the percent of Montana’s
population in the labor force are evident. First, between 1950
and 1960, Montana lost 25,000 residents through out-migration.”
Many of them were of working age; presumably they believed
employment and income opportunities were greater in other
areas. Their departure reduced the proportion of Montana’s
"Including wage and salary workers and the self-employed.
•U. S. Department of Commerce, Bureau of the Census, Current Popula
tion Reports, Series P-23, No. 7, November 1962, p. 37.
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population in the working age groups (ages 19 to 65) to 49
percent in 1960, compared to almost 53 percent in the United
States. In the second place, a smaller percentage of women of
working age are employed in Montana than in the country as
a whole. This is true even though the number of women
employed in the state increased much faster between 1950 and
1960 than did the number of men employed. The smaller pro
portion of working women is probably due to a lack of employ
ment opportunities, particularly in the rural areas and small
towns. In Montana’s urban areas, the proportion of employed
women is quite high. Apparently, then, the decline in the
proportion of population employed in Montana resulted from
a lack of job opportunities, which caused a substantial num
ber of Montanans to seek employment outside the state and
may have prevented some women from joining the labor
force. This assumption is strengthened by Montana’s slow rate
of growth in total employment described earlier.
So another complication is added to Montana’s income prob
lem; not only are average earnings per worker lower in the
state than in most neighboring states and the United States,
but Montana’s employed labor force must support a larger
number of dependents per employed person than in most of the
region and the nation as a whole.
The effect on per capita income of a low proportion of popu
lation employed can be significant. For example, if, in 1960,
the same percentage of Montana’s population had been
employed as in the United States as a whole (that is, 36 percent
rather than 34.3), Montana’s per capita income would have
been $2,146 rather than $2,009. In other words, more than half
the difference between Montana’s and the nation’s per capita
income could have been bridged had the same proportion of
population been employed in Montana as in the United States.

Conclusions
What can we learn from this analysis? In the first place,
Montana’s total economic growth is hampered by an industrial
composition too heavily dependent upon a natural resource
economy. A large proportion of its industries (including agri-
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culture, mining, transportation, and trade) can be classified
as slow-growing or declining in terms of employment. This
is a situation which cannot be changed over night; as Dean
Blomgren pointed out in the Fall issue of the Montana Business
Quarterly, there is probably no real solution other than wait
ing out the time necessary to allow these industries to readjust
to changed conditions.
But while Montana in the foreseeable future cannot hope
to be among the most rapidly growing areas in the United
States, this does not necessarily mean that it cannot enjoy a
rising level of per capita income. And this, after all, should
be the primary goal of any economy: the provision of a high
level of individual economic welfare. The achievement of such
a goal, however, will involve the facing of some distasteful
and controversial problems.
In the preceding pages, some of the major factors affecting
Montana s per capita income were found to be its farmnonfarm distribution of employment; lower rates of compensa
tion in its nonagricultural industries; and the relatively small
proportion of the population in the labor force.
Obviously, Montanans need to face the fact that despite the
continuing decline in agricultural employment, the state still
has too many farmers and ranchers. The average income per
worker pulls the average for all workers—agricultural and
nonagricultural down. In addition, a recent Upper Midwest
Economic Study report10 of agriculture in Montana and the
Ninth Federal Reserve District found that many farmers and
ranchers in Montana still are attempting to operate units which
are too small to provide an adequate income, and that substan
tial problems of poverty exist among this group of rural
residents.
There is little doubt that Montana’s rural population and its
agricultural employment will continue to decline for some
time to come. Further consolidation of farm and ranch units is
necessary if the majority of ranch operators are to earn satis
factory incomes; the question is whether, from an economic
Knudtson, Arvid C. and Rex W. Cox, Upper Midwest Agriculture:
Structure and Problems, Upper Midwest Economic Study, Study Paper
No. 3, January 1962.
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standpoint, the consolidation will occur as rapidly as it should.
Certainly, this is a very difficult problem, both economically
and emotionally. The state of Montana presently is unable to
absorb any increased numbers of ex-agricultural workers in
its nonagricultural industries; and, at the same time, many^
rural people are unprepared both in terms of desire and of
marketable skills to accept other higher paying employment.
Another complication is the fact that agricultural policy is a
national rather than a state problem and to date the federal
government has been largely unsuccessful in dealing with the
industry’s many problems.
In Montana’s nonagricultural industries, workers (including
employees and the self-employed) receive average incomes
which are below the national average; between 1950 and 1960,
the increase in average earnings was less than the national
increase in every industrial category except government. The
lower earnings in nonagricultural industries in Montana result
from compensation rates which are lower than the United
States average in comparable industry groups. Very little of
the difference seems to be due to industrial composition, at
least when comparisons are based upon major industrial
categories; but it is quite likely, however, that if data were
available to compare industrial structures within some of
the major industry groups, especially manufacturing and serv
ices, the figures might be quite different. For instance, within
the manufacturing group, raw materials processing industries
(important in Montana) generally pay lower wage rates than
fabricating industries. Similarly, consumer services generally
pay lower wages than business services; Montana’s service
industries, of course, are heavily consumer-oriented.
Since an over-all raising of average incomes, industry by
industry, is unlikely and probably impossible (Montana’s
labor surplus is one major deterrent), the only feasible solu
tion for Montana is to increase the proportion of employment
in higher income nonagricultural industries. This implies selec
tivity in the type of industry the state attempts to attract; it
obviously does not mean we need any manufacturing or any
service industry, to cite two common assumptions. A program
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of indiscriminate promotion may help increase total employ
ment, but it will not aid in raising per capita incomes.
A third factor in Montana’s unfavorable per capita income
position is the relatively small proportion of its population
which is employed and the sharp decline in this proportion
which occurred during the 1950s. Montana workers, with
incomes below the national average, must support more
dependents than the typical United States worker, a problem
which may take considerable time to solve. Obviously, we
must have more jobs, and more better-paying jobs, if we are
to hold people in the -state and put them to work here. But
it is worth pointing out that loss of population through out
migration is not necessarily undesirable. It is true that a loss
of population may represent a lost economic potential, but only
if the state’s economy is capable of providing satisfactory
employment opportunities for all its prospective workers. If
this is not the case, then the smaller population remaining in
the state may enjoy higher per capita incomes as a result of
out-migration.
This brief survey of employment and earnings in Montana,
then, points up some of the state’s many economic problems and
some of the decisions which the state must face. First, we
need to know more about the basic economic factors and the
obstacles to development which have brought about Mon
tana’s present predicament; then we need to establish definite
and realistic goals for our future economic development and
work toward them. If we wish to make a real effort to hold
Montana’s population and increase employment in the state,
how many new jobs must we provide over the next ten,
twenty, or thirty years? We know that agricultural employ
ment will continue to decline; therefore, which nonagricultural industries have the greatest potential for providing new
jobs at rates of compensation comparable to national stand
ards? Some of the obstacles may be solved only with the pas
sage of time and changes in the national economy; others are
not insoluble. A concerted effort toward the establishment
of sound economic goals, and a sensible program of achieving
them, can pay large dividends in terms of Montana’s economic
future.

